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State of Utah
DEPARTMENT OF NATTTRAI RESOURCES
DIVISION OF OIL, GAS AND MINING
355 West North Temple

3 Triad Csnt€r, Suil€ 350

sall Lak€ city, ulah 84180-1203

801 -538-5340

801 -359-3940 (Fax)

801-s38-s319 (TDD) November 28. L994

Mr. Ken Webber
U. S. Energy Corporation
877 North 8th West
Riverton, Wyoming 82501

Re: Formal Approval of Form and Amount of Reclamation Suretv. U. S. Energy
Corporation. Velvet Mine. M/037/040. San Juan Countv. Utah

Dear Mr. Webber:

On November 17, 1994, the Board of Oil, Gas and Mining formally approved the
form and amount ($6:,lOO; of reclamation surety for U. S. Energy Corporation's Velvet
Mine. This approval was granted after the Board reviewed the letter between U. S. Energy
Corporation and Umetco Minerals Corporation resolving the discrepancy in the acreage
associated with the mining property. The reclamation surety is in the form of a surety bond
(#5177 497) issued by Employers Mutual Casualty Company. Subsequent to the Board's
approval of the form and amount of surety, the Division Director approved the transfer of
the mine from Umetco Minerals to U.S. Energy Corporation, November 21, 1994.

U. S. Energy Corporation is now the party fully responsible for the reclamation of the
Velvet mine. Umetco Minerals is hereby released from any further responsibility of the
mine. Enclosed please find copies of the fully signed and executed transfer form,
reclamation contract, surety bond and the acreage discrepancy letter, for your files.

Thank you for your time, cooperation and patience in helping finalize this permitting
action. Please call me should you have any questions in this regard.

Sincerely,

t',/'@==
Galleios
Engineer

jb
Enclosure
cc: Milton Derrick, Umetco Minerals

Sal Venticinque, BLM, Grand RA
M03740
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RECLAMATION CONTRACT

"NOTICE OF INTENTION' (NOl): (Fite No.)
(Mineral Mined)

'MINE LOCATION":
(Name of Mine)
(Descriptionl

"DISTURBED AREA":
(Disturbed Acresl
(Legal Description)

"OPERATOR":
(Company or Namel
(Addressl

(Phone)

File Number M|037/040

Effective Date

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION of OlL, GAS and MINING
355 West North Temple

3 Triad Center, Suite 35O
salt Lake city, Utah 84180-1203

(801) s38-5340

M/ 037 / 040

Uranirln & Vanadir-rn

\ALVET MINE

PART OF SECTIO{ 3, TOAf\SIIIP 31 SO.JTH,

RAtf,E 2s EAST. S.L.B.M.
SAAI JIJAN OATY, UTAI

27 ACRES

(refer to Attachment "A"l

TTEIO MI NERA6 ORFORATIO{
P.O. mX 307

LA SAL, UIAII

U-"'*-\v 
,' /J I l(r'

RECLAMATION CONTRACT
---ooOoo---

For the purpose of this REcLAMATION CONTRACT the terms below are defined
as follows:

(801 ) 686-2228



"OPERATOR'S REGISTERED AGENT'':
(Namel
(Address) I\4ANrcER OF MINES

(303) 24s-3700
(phone)

"OPERATOR'S OFFICER(S) " : EARL W. SFffiIRIEE
DIRECTCR OF OPERATICI{S

LIvET@ MI NERA6 ORMATIO{

.'SURETY":

(Form of Surety - Attachment B) SLJRETY mND

"SURETY COMPANY":
(Name, Policy or Acct. No.l CENERAL INSLRANCE OVPAIIIY OF AVERICA

"SURETY AMOUNT":
(Escalated Dollars)

"ESCALATION YEAR":

"STATE":
.DIVISION':

'BOARD':

ATTACHMENTS:
A "DISTURBED AREA':
B'SURETY':

NIELS B. MT\MLD

$63, 9oo

1998

State of Utah
Division of Oil. Gas and Mininq
Board of Oil. Gas and Minino

This Reclamation Contract (hereinafter referred to as 'Contract") is entered
into between l.-[/€TO MINERALS ORTRATICN the "Operator" and the Utah State
Board of Oil, Gas and Mining ('Board'1.

WHEREAS, Operator desires to conduct mining operations under Notice of
Intention (NOll File No. M/037/040 which has been approved by the Utah
State Division of Oil, Gas and Mining 'Division' under the Utah Mined Land
Reclamation Act, Sections 40-8-1 et seq., Utah Code Annotated, (1953, as
amendedl (hereinafter referred to as 'Act"l and implementing rules; and

WHEREAS, Operator is obligated to reclaim that area described as the
Disturbed Area as set forth and in accordance with Operator's approved
Reclamation Plan, and Operator is obligated to provide surety in form and amount
approved by the Board, to assure reclamation of the Disturbed Area.

Page 2 of 9
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2.

NOW, THEREFORE, the Board and the Operator agree as follows:

1. Operator agrees to conduct reclamation of the Disturbed Area in
accordance with the Act and implementing regulations, the original
Notice of Intention dated 2l26l82 , and the original
Reclamation Plan dated 2126182 The Notice of Intention
as amended, and the Reclamation Plan, as amended, are incorporated
by this reference and made a part hereof.

Concurrent with the execution hereof, Operator has provided surety to
assure that reclamation is conducted, in form and amount acceptable
to the Board. Such surety as evidenced by the Surety Contract is in
the form of the surety attached hereto as Attachment B and made a
part hereof. The Surety Contract shall remain in full force and effect
according to its terms unless modified by the Board in writing. lf the
Surety Contract expressly provides for cancellation, then, within 6O
days following the Division's receipt of notice that the Surety
Company intends to cancel the Surety Contract, the Operator shall
provide a replacement Surety Contract in a form and amount
reasonably acceptable to the Board. lf the Operator fails to provide an
acceptable replacement Surety Contract, the Division may order the
Operator to cease further mining activities and to begin immediate
reclamation of the Disturbed Area.

Operator agrees to pay legally determined public liability and property
damage claims resulting from mining to the extent provided in Section
40-8-711)(e) of the Act.

Operator agrees to perform all duties and fulfill all reclamation
requirements applicable to the mine as required by the Act and
implementing rules, the Notice of Intention, as amended and the
Reclamation Plan, as amended.

The Operator's liability under this Contract shall continue in full force
and effect until the Division certifies that the Operator has reclaimed
the Disturbed Area in accordance with the Act and implementing
rules, the Notice of Intention, as amended and the Reclamation Plan,
as amended.

lf reclamation of discrete sections of the Disturbed Area is completed
to the satisfaction of the Division, and the Division finds that such
sections are severable from the remainder of the Disturbed Area,
Operator may request the Division to certify that Operator has
reclaimed such discrete sections of the Disturbed Area in accordance
with the Act and lmplementing rules, the Notice of Intention, as

3.

4.

5.

6.

Page 3 of 9
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7.

8.

9.

amended and the Reclamation Plan, as amended. lf the Division
makes such certification, Operator may make request to the (Board)
that the aggregate face amount of the Surety Contract provided
pursuant to paragraph 2 be reduced to an amount necessary to
provide for completion of the remaining reclamation. The (Board) shall
hear Operator's request for such reduction in accordance with the
Board's Procedural Rules concerning requests for Agency Action.

Operator agrees to indemnify and hold harmless the State, Board and
the Division from any claim, demand, liability, cost, charge, suit, or
obligation of whatsoever nature arising from the failure of Operator or
Operator's agents and employees, or contractors to comply with this
Contract.

Operator may, at any time, submit a request to the Board to
substitute surety. The Board, in its sole judgment and discretion, may
approve such substitution if the substitute surety meets the
requirements of the Act and the implementing rules.

This Contract shall be governed and construed in accordance with the
laws of the State of Utah.

1O. lf Operator shall default in the performance of its obligations
hereunder, Operator agrees to pay all costs and expenses, including
reasonable attorney's fees and costs incurred by the Division and/or
the Board in the enforcement of this Contract.

1't. Any breach that the Division finds to be material of the provisions of
this Contract by Operator ffray, at the discretion of the Division, result
in an order to cease mining operatlons. After opportunity for notice
and hearing, the Board of Oil, Gas and Mining may enter an order to
revoke the Notice of lntention, order reclamation, or order forfeiture of
the Surety Contract, or take such other action as is authorized by law.

In the event of forfeiture of the Surety Contract, Operator shall be
liable for any additional costs in excess of the surety amount which
are required to comply with this Contract. Any excess monies
resulting from forfeiture of the Surety Contract, upon completion of
reclamation and compliance with this Contract, shall be returned to
the rightful claimant.

12.

13. This Contract including the Notice of Intention, as amended and the
Reclamation Plan, as amended, represents the entire agreement of the
parties involved, and any modification must be approved in writing by
the parties involved.

Page 4 of 9
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14. Each signatory below represents that he/she.is authorized to execute
this Contract on behalf of the named party.

J. Macdonald, Secretary

rr /2 /93

Date

So AGREED this .n ?4 day of
*l,n 

A/LOL

AND APPROVED AS TO FORM AND AMOUNT OF SUREW:

Page 5 of 9
Rwircd May 28. 1993
Fom MFRC
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-_-

Authorized Officer (Typed or Printed)

Authorized cer's Signature

Utah State Board of Oil, Gas and Mining



s W. Carter, Director

DIVISION OF OIL, GAS AND MINING:

STATE OF Lb-a
couNw or S.z Jj-

) ss:
)

On the #e day of a i u- , 19 ?y' , personally
appeared before me, who being duly' sworn did say that he/she, the said
JhmFg L), Aaa-tc.R is the Director of the Division of

Oil, Gas and Mining, Department of Natural Resources, State of Utah, and he/she
duly acknowledged to me that he/she executed the foregoing document by
authority of law on behalf of the State of Utah.

mf tusuc

TGL IROW1I
llltrtsiatSot rIlur.oof

-
rilllr
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OPERATOR:

LJIETO MINERALS ORMATIO{
Operator Name

By .1. t"tacdonald - Secretary rr /2/93

STATE OF

Position

nature

Connecticut

Date

COUNW OF Fairfield ) ss:
)

On the 2r'd day of November

appeared before me J. Macdonald
being by me duly sworn did say that he/shC, the said
is the secretary Of Umetco Minerals CorporatTon

19 e3 
, personally

who
J. Macdonald

company executed the same.

and duly acknowledged that
by authority of its bylaws or

J. Macdonald

saad instrument was signed on behalf of said company
a resolution of its board of directors and said

duly acknowledged to me that said

Notary Public
Residing g1; New Fairf ie1d, cr

^lilnr,#r'#teH:::;
My Commission Expires:

?age 7 of 9
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SURETY:

CENERAL II{SURANCE @VIPANY OF AVERICA
Surety Company

By
Company Officer - Position

STATE oF NEW YGK

couNw oF NEW YORK

1112193

Date

) ss:
)

On the 2lO day of t\0/EIvtsER , 19 93 , personally
whoaPpeared before me I\4ARISOL PLAZA

being by me duly sworn did say that he/she, the said
is the ATTffiNEY-IN-FACT of CIINeRRL T.ISLJRRNrE CI,pAtw OF AIERICA
anO O as
by authority of its bylaws or a resolution of its board of directors and said

company executed the same.

N€MAS S. BRAiIIGA'I
l|6tv Pubtic, Stare ol l,lew lbti

t{oOlBR5O15807
OraLticd in New York Corntt

Oolnnrasin Ergrrer July 20. l00t

My Commission Expires:

NOTE: An affidavit of Qualification must be completed and attached to this
form for each authorized agent or officer. Where one signs by virtue of Power of
Attorney for a company, such Power of Attorney must be filed with this Contract.

Page 8 of 9
RcvLcd Mry 28, 1993
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Signatuie
[4ARISOL PLAZA, ATTMNEY- I N-FACT

duly acknowledged to

Residing at:



L'IETO MI NERATS @RrcRATIO{

ATTACHMENT "A"

VELVET MINE

Operator

M/ 037 / 040

Mine Name

SAN JI.JAN County, Utah
Permit Number

The legal description of lands to be disturbed is:

Portions of:
SE I/4 NE 1/4 and IVrl I/4 SE I/4 and. S1'1 1/4 SE L/4 and I.InI I/4 srtr I/4
Section 3, Township 31 South, Range 25 East, SLBM

San Juan County, Utah

Page 9 of 9
Rovircd Mry 28. 1993
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ATTACHMENT B

MR PRTI 5

April t, lgtll

Bond Number
permit Number M/ 037 / 040

Mine Name Velvet Mine

STATE OF UTAFI
DEPARTMENT OF NATURAL RESOURCES

Division of Oil, Gas and lv[ining
355 West North Temple
3 Triad Center Suite 35O

Salt take City, Utah 84180-1203
(8O1) s38-s340

TFIE MINED I^AND RECIAMATION ACT

SURETY BOND
* :t * ** * * * * :r * * * * * * t * * * * * *

LIVET@ MI I.|ERA|.S GFORATIO{

tr.!;;
r

The undersigned
Frincipaf and CII\ERAL INL.RANCE GVPA|'.IY OF AVERICA _zls
Surety, hereby joindy and severally bind ourselves, our heirr, adnrinistrato!':s, exec-utott,
successors, ild assigns, jointly and severally, trnto the State of Utalq Division of Oil,
Gas and Mining (Division) in the penal srun oFlW
dollars ($-92.s3s.-99 ). FIVE At\D 00/ 100

Principd has estimated in the Mining and Reclamation Plan approvd by the
Division on the 26TH day of FEBFIIAR/ 19-92- that 27'9
acr€s of land will be disturbed by mining operation in the State of Utab-

A description of the disturbed land is attached as 'httadunent /tl' to the
Reclamation Contract. of which this doctrment is an integral part.

The condition of this obligation is that if the Division detennines that Principd
has satisfactorily reclaimed the disturbed lands in accordance with the approrrcd Mfuting
and Redamation Plan and bas faithfulty performed alt requir€meots of the Mined land
Redamation Act, and complied with the Rules and Regulations adopted in accordance
therewitlq then this obligation shall be rrcid; otherwise it shall rsnain in full force and
effect.

If the Mining and Reclarnation Plan provides for periodic partid reclamation of
the disturbed lands, and if the lands are reclaimed in accordance with zuch Plan, Act
and regulations, then Principal may apply for a reduction in the amount of this Snrety
Bond.

In the converse, if the Mining and Reclamation Plan provides for a gradual
increase in the area disturbed or the extent of disturbance, therU the Division may
require that the amount of this Surety Bond be increased, with the wrinen appronal of
the Surery
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p31g SEPTEI\,ALR 15, 1993

Bond Number:_
P ermit Numb"r-I,iIdTIET-
Mine Name Velvet Mi-ne

This bond may be canceled by Surery after ninety (90) days following receipt by
the Division and Principal of written notice of such cancellation. Sureqy's liabiliry shall
rhen, at the expiration of said ninety (90) days, cease and terminate except that Surety
will remain fully liable for all reclamation obligations of the Principal incurred prior to
the date of termination.

Principal and Surety and their successors and assigns agree to guarantee said
obligation and to indemnify, defend, and hold harmless the Division from any and all
expenses (including attorney fees) which the Division rny sustain in the collection of
sluns due hereunder.

Surety will give prompt notice to Principal and to the Division of the filing of
any petition or the conrmencement of any proceeding rdating to the bankruptcy,
insolvency, reorganization, or adjustment of the debts of Strrety, or alleging any
violation or regulatory requirements which could result in suspension or revocation of
the Sureqt's license to do business.

IN WTTNESS WHEREOF, the Principal and Surety hereunto set their signatures
and seals as of the dates set fofth below.

Date
9/2r/e3 LrvEf@ MINERAIS GrcRATlSl

Principal (Perminee)

By (Name qryed):

Title: Secre

J. Macdonald

SignaturE

CEI€RAL Ii$URAIG CCtvPAt{Y OF AIERICA

Surety

Bv (Name tvDed)fATALIE REINnOLD

Secretary

Signature:
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Bond Number --
Permit Number M/ 037 / 040
MineName Ve'l vet Mine

.i
so AGREED this J.i 9 day of n '' ', . 19 /,4

AI.ID APPROVED AS TO FORM Al.lD AI\,IOUNT OF SURETY:

*NOTE: Where one signs by virnre of Power of Aftorney for a Surety, such Power of
Attorney must be filed with this bond. If the Operator is a corporatiorq the bond shall
be executed by its duly authorized of,Ecer.

Utah State Board of Oil, Gas and Mining
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MTALIE REIM]3LD

that he,/she is the (officer or agent)

My Commission Expires:

/LTnzcrl e7 E_qs

Bond Number- - __
Perrrit Number M/ 037 / 040
Mine Name Velvet l,tine

AFFIDAVTT OF QUALTFTCATTON

of said Surety, and that he,/she is duly authorized to execnte and deliver the foregoing
obligations; that said Surety is authorized to execute the same and has complied in all

undertaking and obligations.

Signed:
Surety OfiEcer

NIAI,ALIE REINMLI)

Title: ATTORNEY- I N-FACT

Subscribed and sworn to before me this l5TH day of SEPTEIIBER

NEW YORK, NV

being first duly sworr\ on oath deposes and says
ATTOFNEAT- IN-FACT

FRANK J. NIESTADT, JR.
l{oruy Public. State of New Yort- 

tito. OtNl60l0t47
Qnlffiod in Sufto$t Ca.tntl , a-

Oomafrion Epirot lclsrch 2& ffz>

9319

Notary Pu
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SAFECO

POWER
OF ATTORNEY

.)'
,AFECO INSURANCE COMPANY OF AMERICA
GENERAL INSURANCE COMPANY OF AMERICA
HOME OFFICE SAFECO PLAZA

SEATTLE. WASHINGTON 98I 85

No.
KNOW ALL 8Y THESE PRESENTS:

That SAFECO INSURANCE COMPANY OF AMERICA anci cENERAL INSURANCE COMPANY OF AMERlCA,each
a Washington corporation, does each hereby appornt

-----NATALIE REINGOLD; JEAN M. ALLEN; MICHAEL J. FARLEY; MARISOL PLAZA; ETHEL T. KILDUFF,
New York, New York-

its true and lawful attorney(s)-rn-fact, with full aulhonty to execute on rts behalf frdelrty and surety bonds or undertakings
and other documents of a simrlar character rssued rn the course of rts business, and to btnd the respecltve company thereby.

lN WITNESS WHEREOF. SAFECO INSURANCE COMPANY OF AMERTCA and GENERAL INSURANCE COMPANY
OF AMERICA have each executed and attested these presents

rh ic I 8th day of Fehrrrarv 19 92

CERTIFICATE

Extract from the By-Laws of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA:

"Article V, Section 13. - FIDELITY AND SURETY EONDS . . the President, any Vice Presrdenr, the Secretary, and any
Assistant Vice President appornted for that purpose by the officer in charge of surety operattons, shall each have authonty
to appoint individuals as attorneys-rn-fact or under other appropriate titles wtth authority to execute on behalf of the
company lidelity and surety bonds and other documents of srmilar character issued by the company in the course of its
business . . . On any instrument making or evidencing such appointment, the stgnatures may be affixed by facsimile. On any
instrument conterring such authority or on any bond or undertaktng of the company, the seal, or a facsimile thereof, may be
impressed or affixed or in any other manner reproduced; provided, however. that the seal shall not be necessary to the
validity of any such instrument or undertaking."

Extract from a Resolution of the Board of Drrecrors of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA adopted July 28, 1970.

"On any certificate executed by the Secretary or an asststant secretary of the Company sening out,
(i) The provisions of Artrcle V, Section 'l 3 of rhe By-Laws, and
(ii) A copy of the power-of-attorney appointment, executed pursuant thereto, and
(iii) Certifying that said power-of-attorney apporntment rs rn full force and effect,

the signature of the certifying officer may be by facsrmile, and the seal of the Company may be a facsrmile thereof."

l. Boh A. Dickey, Secretary of SAFECO INSURANCE COMPANY OF AMERICA and of GENERAL INSURANCE
COMPANY OF AMERICA, do hereby certify that the foregoing extracts of the By-Laws and of a Resolution of the Board of
Directors of these corporalrons, and of a Power of Attorney rssued pursuant thereto, are true and correct, and that both the
By-Laws, the Resolution and the Power of Attornev are still rn full force and effect.

lN WITNESS WHEREOF, I have hereunto set my hand and aff ixed the facsimile seal of sard corporatron

93
19

s-974 RtO 3,/86

thrs
15TH

day of
SEPTEIVBER

PRINT€DINUSA
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SAFECO

Surplus to Policyholders 5 I 2,682.628

Total Admitted Assers............ $1.589J69J07 Totat Liabilities and Surplus......... $1,5E9.269.J07

+ Bonds are stated at amonlzed or lnvestment valuel Stocks at Associatlon Market Values

Secunties camed ar S l.l I .734.097 are deposited as required by law.

I. PHILIP A. STEPHENS. Sentor vice-president of Ceneral Insurance Company of America, do hereby certrfy that the fore-eorn-e ls a rrue. and
corect statement of the Assets and Liabilities of sard Corporation, as of December 3 I , 1992. ro the besr of my knowledge and belief

IN WITNESS WHEREOF. I have hereunto set my hand and affixed the seal of sard Corporarion ar Seanle. Washrngton. rhrs lst day of March.
I 993.

s€85 v93 O R€g6tor€d ta(bGrt oa SAFECO Co|ID.atrm

,l
I

It
;

_1

GENERAL INSURANCE COMPANY OF AIV{ERICA

FINANCIAL STATENTENT _ DECElIBER 3I. 1992

Liabilities
Unearned Premrums . . ...

Reserve for Clarms and Clarms Erpense

Reserre tbr Drrrdends to Polrcy,holders .. ......
Addrtronal Statutorv Reserre

Rererve tbr Commrssrons. Tares lnd
Other Lrabrlrtres

Total .............

S l+7.l'-1.+r9
706.7ltt.9 -t 7

6._r t7.8rt9

6:-l.ti68

||i.7+I._516
s 1.076.586.67e

Cash and Bank

* Bonds - L' S

*Other Bonds

* Stocks

Real Estate

.,

Assets

Deposrts

Covernment . -

s 11.790.165

89._5_5 t.086

. 9.12.78.1.1r8

. -r-]].J85.60-]

r-1.517.901

. 108.094.151

.. 27.084.686

60.95 r. r96

PremrumsAgents' Balances or Uncollected

Accrued Interest and Rents .......

Other Admrtted Assers

Caprtal Stock

Pard rn Surplus . ............. ... .......
Unassrqned Surplus

s 1.500.000

1.191.058

507.791.570

ffitu
=.t 

sEALI=b#,



SUREW RIDER
:l1E_Co tNsLnarrcE CoirpaNy OF 

^r,[ltcas^lflat lNSlIaNc€ cotvf,axv of ar,GftcaF|RIJ l^Iloilar rNsunANCE cor/rPat\|Y
OF A|vCRTCA

r.rorf, oFFtCe SAFEQQ p1a7a
sEaTrLE, wasstr{Glo.| oerr5

To b€ artached to and fomr a Dan of

Bond No.
) /i,ilPp
NJLL",nrh/

ill*''. li
Dcu \b

J

Type of
Eoncl:

oal0d
ef fectrve

MINED I-AND RECLAVATIG.I BCND

SEP|EI\AER 15, 1993

frrcfllN-0ar-yt^A

LIIETO MINERAI_S ORrcRATIO{
lPRtt|Ct?Atl

€xecuoct by
,as Prrncroal.

and bv GENERAL tNsuRANcE coMpANv oF AMERIcA ,as Srrety.

rn raroror STATE OF UTAI-|, DEP[. OF MTTRAL RESOJRCES, DlVlSlO\, OlL, CAS s MlNlt\C
toEU6tO

In congd€rallon of Itr€ rn't,tual agresn€nts herern ccntaned rhe prrncrpat and the $tety hgrebv consent ro chanling

INICREASE &t0 PEI..IALTY:

FRCM: $62 ,535 .00

TO: $63,900.00

Nothng haron contemd srhdl vary. alter or e)dond afr, g,rovrsrolr o|' condtron of ths boncl €xcept as horein expresgy

,l"jrr"fi"" sEprEil/BER 1s, 1993
lr'ottlFo^V-rtAtr

sgned and s"a"o l$ffiER 4, 1993

MINERAI-S ORrcRATIO{

8y:

donald, Sedreto-ry
G

Brfi

l?i[{cl?Atl J.
OF AMERICA

ePrNt€O rN U.S.A.

s- rE?g/EP l2l!!


